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Abstract 
 
Literature suggests that various customer outcomes are likely to be negative after a failed 
service encounter.  Service failures can arise for many reasons and consumers may react 
differently, depending on the type of failure.  This study focuses on exploring whether 
consumer outcomes differ based on whether the consumer experiences a process failure or 
outcome failure.  The results from this study suggest that variations in consumer outcomes 
differ across the two types of failures; with consumers generally being more dissatisfied in 
outcome failure situations as compared to process failure situations. 
 
 
Introduction 
 
There has been extensive research into service failure and recovery, which has explored a 
range of consumer outcomes.  This includes repurchase intentions (Boshoff, 1997), word of 
mouth referrals (Grace and O’Cass, 2001), satisfaction (Ahmed, 2002), expectation updates 
(Parasuraman, Berry and Zeithaml, 1991), complaint intentions (Keaveney, 1995) and loyalty 
(Bailey, 1994).  The research has found that service recovery actions are not always effective 
in addressing consumers’ negative responses to service failure (Mattila, 2001; Schoefer and 
Ennew, 2006; Zhu, Shivkumar and Parasuraman, 2004).  
 
Service failure can result for different reasons.  For example, the service gaps model 
(Parasuraman, Zeithaml and Berry, 1985) identifies that there may be five reasons that 
services delivered do not meet expectations, i.e. service failure arises.  Recent work by Zhu, 
Shivkumar, Parasuraman (2004) and Wirtz and Mattila (2004) have suggested that services 
may fail because of the processes being undertaken (i.e. process failure) or that final service 
received (i.e. outcome failure) was not as expected.  Researchers have generally not explored 
whether consumer outcomes differ in regards to the type of failure experienced (i.e. process or 
outcome), although Smith, Bolton and Wagner (1999) is an exception.  If different types of 
failure affect consumer outcomes differently then organisations would need to vary the 
recovery strategy based on the failure experienced (Nguyen and McColl-Kennedy, 2003).  
This study seeks to explore whether seven different consumer outcomes vary, based on the 
type of service failure - process and outcome experienced. 
 
 
Service Failure 
 
A service failure occurs when service providers are unable to delivery services as expected by 
consumers.  Literature seems to suggest that service failures are either process or outcome 
based.  However, there is limited research exploring how different types of failure impact on 
customer outcomes (Zhu, Shivkumar and Parasuraman, 2004).  The outcome aspect of a 
service encounter involves what customers actually receive after the completion of service 
performance (Gronroos, 1988; Parasuraman, Zeithaml and Berry, 1985).  In an outcome 
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failure, service organizations do not perform the basic service (Kelley, Hoffman and Davis, 
1993; Smith et al., 1999).  Process failure is where a problem arises in the delivery process, 
which may or may not affect the final core service, which is the main reason consumers 
purchase the service.  Smith et al. (1999 p.362) explored failure types and suggested that “an 
unavailable service” can represent an outcome failure and “inattentive service” represents a 
process failure.  It was also suggested that failure in service delivery process are more 
prominent (Parasuraman Berry and Zeithaml, 1991).  However, literature provides limited 
discussion as to whether organisations should focus their attention on outcome failure, process 
failure or both.  As such the studies examining variations in consumer perception of a service 
performance in process and outcome failures have generally been ignored (Shapiro and 
Nieman-Gonder, 2006).  This study is designed to investigate the difference in consumer 
future intentions in an outcome failure experience (vs. process failure experience).  
 
 
Service Recovery Actions and Consumer Outcomes 
 
In the event of a service failure, organisations are likely to loose customer confidence 
(Boshoff and Leong, 1998).  In order to deal with a service failure and regain consumer 
confidence, firms need to undertake recovery actions (Kelley, Hoffman and Davis, 1993). 
Zemke and Bell (1990) identified that there are a range of recovery activities that can be 
undertaken and proposed that apology, reinstatement, follow up, discount, employee 
empowerment, replacement and refund, can all be the components of a service recovery 
process.  Bitner (1990) identified the importance of explanation, apology and compensation in 
failed service encounters.  A range of other recovery factors have also been identified in the 
research, i.e. apology, compensation and empowerment (Boshoff and Leong, 1998; Mattila, 
2001; Schoefer and Enew, 2005; and Zhu et al., 2004).  Bhandari, Tsarenko and Polonsky 
(2007) have suggested that recovery is in fact its own service encounter and needs to be 
managed as such.  This includes developing recovery actions that target specific consumer 
outcomes. 
 
Service recovery actions are associated with a range of consumer outcomes (eg, Zemke, 
1994).  The literature suggests that there are at least seven consumer outcomes that can be 
considered in service recovery (Bhandari Tsarenko and Polonsky, 2007).  They include WoM 
referrals (Swanson and Kelley, 2001), Repurchase intent (Boshoff, 1997), complaint motives 
(McDougall and Levesque 1999), loyalty (Hoffman et al. 1995), satisfaction (Spreng et al. 
1995), expectation updates (Stauss, 2002) and switching intentions (Ranaweera and Prabhu, 
2003).  
 
While there has not been explicit research examining how consumers respond to different 
types of failures, existing studies (e.g., Zhu, Shivkumar and Parasuraman , 2004) provide 
some evidence there are differences.  For example, Shapiro and Nieman-Gonder (2006) 
suggested that an unavailable service (i.e., outcome failure within the context of this study) is 
important and that customers are likely to forget a negative process related service encounter, 
whereas, Parasurama, Berry and Zeithaml (1991) and Ruyter and Wetzels (2000) suggested 
that poor service delivery processes can lead to a service failure. Given the lack of focused 
research in this area, we propose:  
 
H1: There will be no difference in consumer outcomes based on the type of failure 
customers’ experience – process or outcome. 
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Methodology 
 
This study is based on an experimental design using hypothetical scenarios, where consumers 
were provided within scenarios describing one of the two types of failure - process or 
outcome failure.  Process failure was defined within the scenario as “…. the desk clerk looks 
up your prepaid reservation on the computer and informs you that the hotel is overbooked and 
there are no rooms available.  You ask the desk clerk what is going to be done to find you a 
room”.  Outcome failure was defined within the scenario as “…. the desk clerk looks up your 
prepaid reservation on the computer and informs you that your room is ready.  However, 
when you get to your room, you find that the room has not been cleaned.  You call the desk 
clerk and ask what is going to be done to find you a clean room.”  
 
This data is part of a larger study undertaken with actual service customers (i.e. hotel guests) 
where recovery actions were varied across scenarios.  The sub-sample used in this study was 
selected as respondents viewed scenarios where recovery actions were not applied, i.e. 
employees were slow to response to the complaint, the employee was not empowered to deal 
with the complaint and no apology for the failure was given.  However, within the sample the 
type of compensation provided was included (replacement and refund), which is a potential 
limitation of the study.  
 
The scenarios were developed in consultation with service industry managers.  A realism test 
of the scenarios was also undertaken with university students and it was found that they 
believe all scenarios were realistic.  A pre-test of the survey was then undertaken with 
hospitality employees and service staff and was found to have face validity.  A block design 
of data collection was used.  There were 80 usable responses from hotel guests of one 
international hotel chain, 40 for process failure and 40 for outcome failure.  
 
Seven dependent variables were used to evaluate the consumer outcomes using multiple 
items, comprising seven-point scales, which were all drawn from the literature.  Reliability 
tests indicated that all constructs were reliable: WoM referrals ( 3-items, α=.73), Repurchase 
intent (3-items, α=.84), complaint motives (3-items, α=.71), loyalty (2-items, α=.87), 
satisfaction (2-items, α=.69), expectation updates (3-items, α=.95) and switching intentions 
(3-items, α=.68).  
 
 
Analysis 
 
To explore the hypothesis we examined the mean differences in the seven consumer outcomes 
between the two failure types, using ANOVAs and independent sample t-tests.  Table 1 
reports on the ANOVA results for each of the seven consumer outcomes.  As can be seen, 
statically significant differences exist for all seven, consumer outcomes and thus the type of 
failure does affect consumer outcomes in this experiment. 
 
The means for the seven consumer outcomes are provided in Table 2, as are results of the 
independent t-tests and as can be seen in that there are statistically significant differences for 
all seven outcomes, confirming the results in Table 1.  In all cases consumers are more 
positive in situations where there is process failure as compared to where there is outcome 
failure.  In the case of switching intentions, a lower mean score indicates lower switching 
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intentions and thus a more positive outcome. In the other six cases a higher mean means a 
more positive outcome. 
 
Table 1: ANOVA Results with Failure-type as Grouping Variable 
 
  Sum of Squares df Mean Square F Sig. 
Repurchase Intention 36.5 1 28.04 28.0 .000 
Expectation Update 3064.0 1 35.02 3283.1 .000 
Complaint Motive 1377.2 1 250.78 1250.4 .000 
Overall Satisfaction 9.23 1 .21 5.12 .024 
Switching Intentions 1681.7 1 130.98 143.0 .000 
Enhanced Loyalty 67.8 1 38.49 45.1 .000 
Word of Mouth 11.44 1 14.15 8.72 .003 
 
The means also identify the level of outcomes associated with each failure situation.  As was 
expected a negative consumer outcome existed in regards to both types of failure for 
repurchase intentions, overall satisfaction, switching intentions (reverse order), enhanced 
loyalty and word of mouth.  In the case of expectation updates and complaint motives there 
are directional differences in the means between the two failure types, with consumers in fact 
positively disposed to process failure situations and negatively disposed for outcome failure 
situations.  This further supports the fact that types of failure may have variable impacts on 
consumer outcomes and some types of failure might not be seen to be significant, as long as 
the core value is delivered. 
Table 2: Mean Comparison of Consumer Evaluations (Process vs. Outcome) 
 
 
Mean  
(Process)
Mean  
(Outcome)
Mean  
Difference
t-test 
Repurchase Intention 2.88 2.54 0.34 5.30 (p<.000) 
Expectation Update 6.09 3.02 3.07 57.29 (p<.000) 
Complaint Motive 5.34 3.28 2.06 35.36 (p<.000) 
Overall Satisfaction 3.50 3.33 0.17 2.26 (p=.024) 
Switching Intentions 4.02 4.71 -0.68 -11.95 (p<.000) 
Enhanced Loyalty 3.10 2.64 0.45 6.72 (p<.000) 
Word of Mouth 3.18 2.99 0.18 2.95 (p=.003) 
 
 
Discussion and Managerial Implications 
 
This study highlights some important issues.  We have identified that consumers appear to 
generally, be more negative in regards to situations where the core service is not delivered as 
expected (i.e. outcome failure) as compared to where there is a problem with the delivery 
process but the core service is delivered.  The delivery of the core outcome comprises a range 
of steps or stages that taken in totality comprise the overall service encounter (Shostack, 
1984).  The management of services therefore, are often concerned with managing each 
aspect of the process to ensure the encounter is as expected.  The results of this research do 
not contradict this, but seem to suggest that variation in delivery processes may be less 
important.  That is consumer outcomes are more negative when the core service is not 
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delivered, and in some cases there may not even be a negative affect on consumer outcomes 
in process failure situations.  This might be expected, as consumers anticipate that when they 
purchase a service they are purchasing the core benefits being sought, although in instances 
were the process is important failure in process could have more negative consequences.  
 
From a managerial perspective the results suggest that while organisations do need to be 
concerned with the delivery process of services, this needs to be considered in line with how 
process failure impacts on the final delivery of the core service (La and Kandampully, 2004).  
The management of each stage of the service delivery process may be critical, especially to 
improve the full range of consumer outcomes.  However, caution needs to be taken, as firms 
should not necessarily focuses too much on the stages of the delivery process and pay less 
attention to the final outcome, i.e. not seeing the forest through the trees.  Organisations will 
become even more dependent on service staff ability to interpret the specifics of the service 
failure and need to appropriate recovery, taking into consideration the specific needs and 
experiences of the consumer.  Training will need to be provided to enable service staff to 
enable them to do this, as well as to ensure that staff implement the right recovery actions.  
 
 
Limitations and Future Research 
 
The research did not explore how different recovery actions would impact on the outcomes, 
for Bhandari, Tsarenko and Polonsky (2007) suggested that each specific failure situation 
would affect the selection of recovery actions taken.  In line with the implications above, this 
study would suggest that more corrective actions may be required in instances were the core 
outcome are not delivered, rather than when there are problems in the delivery process.  As 
was mentioned, in the experiment two types of compensation were included and this may 
have affected the results.  Future research should seek to control this to ensure that the 
differences in failure types hold more generally.  However, this also further supports the idea 
that specific recovery actions will potentially affect consumer outcomes differently, as well as 
vary depending on type of failure experienced (outcome or process). 
 
Other research has suggested that the magnitude of a failure will also affect consumer 
outcomes and recovery actions (Smith et al. 1999).  As such, different components of the 
delivery process may be more important than others, i.e. failure on in one aspect of the service 
delivery process could have a greater impact on consumer outcomes than others (Duffy, 
Miller and Bexley, 2006).  Thus, looking at different aspects of process failure is also 
warranted.  Future research should also seek to explore different service settings, as in some 
instances the process may be a critical component of the service encounter.  For example, an 
airline passenger might consider a flight sitting next to a crying child, where there is extensive 
turbulence and poor cabin service as a “unsatisfactory flight’ even though they arrived safely 
and on time (Bamford and Xystouri, 2005).  Additional research might also need to explore 
real world service failure incidents, as some researchers criticise the scenario-based 
experimentation (Shapiro and Nieman-Gonder, 2006). Larger sample sizes could also be used, 
although previous research (Wirtz and Matilla, 2004; Schoefer and Ennew 2005) have 
employed experiments with fewer than 20 respondents per scenario. 
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